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"OATH OR AFFIRMATION

I, James Robinson swear (or affirm) that, to the best of my knowledge and belief the accompanying financiel
statements and supporting schedules pertaining to the firm of Indigo Securities, LLC , as of December 31, 2007
are true and correct. I further swear (or affirm) that neither the company nor any partner, proprietor, principal

officer-or director has any proprietary interest in any account classified solely as that of a customer, except as
follows:

N Slgnature

. : f?’fﬁ:}a‘/

Title
Notary Public

This report** contains {check all applicable boxes):

{a) Facing page.

(b) Statement of Financial Condition.

{c) Statement of Income (Loss).

{d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity, or Partners' or Sole Propnctors Capital,
(f) Statement of Changes in Liabilities Subordinated to Claims, of Creditors,

{g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(I} Information Relating to the Possession or control Requirements under Rule 15¢3-3. ‘

(}) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the Computation for
Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,

X (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of consolidation
X (I} An Qath or Affirmation

(m)A copy of the SIPC Suppleméntal Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

L K ake

X

**For conditions of confidential treatment of certain portions, of this filing, see section 240.17d-3 (e)(3).



Harvey E. Karll CPA, BC.

41 Midd_lg Street
Newburyport, Massachusetts 01950
(978) 465-9512 Fax (978) 462-9043

Report on Internal Control Requlred By SEC Rule 17a-5 for a Broker-Dealer
claiming an exemption From SEC Rule 15¢3-3

To the Members
Indigo Securities, LLC
Weybridge, Vermont

In planning and performing my audit of the financial statements of Indigo
Securities, LLC for the year ended December 31, 2007, I considered its
internal control, including control activities for safeguarding securities,
in order to determine my auditing procedures for the purpose of expressing

my opinion on the financial statements and not to provide assurance on th2
internal control.

Also, as required by Rule 17a-5{(g)(l) of the Securities and Exchange
Commission ("SEC"), I have made a study of the practices and procedurss
followed by the Company including tests of such practices and procedurss
that I considered relevant to the objectives stated in Rule 17a-5(g) in
making the periodic computations of aggregate indebtedness (or aggregate
debts) and net capital .under Rule 17a-3(e&)(1l) and for determining
compliance with the exemptive provisions of Rule 15c¢3-3. ' Because the
Company does not carry securities accounts for customers or perform
custodial functions relating to customer securities, I did not review the
practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and
comparisons .and recordation of differences required by Rule 17a-13

2. Complying with the requirements for prompt payment for securities under

Section B8 of Federal Reserve Regulation T of the Board of Governors of
the Federal Reserve System.

The management of the Company 1is responsible for establishing ‘and
maintaining internal control and the practices and procedures referred to
in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits
and related costs of controls and of the practices and procedures referred
to in the preceding varagraph and to assess whether those practices and
procedures can be expected to achieve the SEC's above-mentioned objectives.
Two of the objectives of internal control and the practices and procedures
are to provide management with reasonable, but not absolute assurance that
assets for which the Company has responsibility are safeguarded against
loss from unauthorized use or disposition and that transactions are
executed in accordance with management's authorization and recorded



properly to permit preparation of financial statements in conformity with
generally accepted accounting principles. Rule 17a-3(g) lists additional

objectives of the practices and procedures listed in the preceding
paragraph. ! -

Because of inherent limitations in any internal control or the practices
and procedures referred to above, errors or fraud may occur and not be
detected. Also, projection of any evaluation of them to future periods is
subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may
deteriorate.

A control deficiency exists when the design or operation of a control does
not allow management or employees, in the normal course of performing their
assigned functions, to prevent or detect misstatements on a timely basis.

A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the entity’s ability to initiate,
authorize, record, process, or report financial data reliably in accordance
with generally accepted accounting principles such that there is more than
a remote.likelihood that a misstatement of the entity’s financial
statements that is more than inconsequential will not be prevented or
detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of
significant deficiencies, that results in more than a remote likelihood
that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.

My consideration of internal control was for the limited purpose described
in the first and second paragraphs and would not necessarily identify all
deficiencies in internal contrecl that might be material weaknesses. I did
not identify any deficiencies in internal contrecl and control activities

for safeguarding securities that I consider to be material weaknesses, as
defined above. :

I understand that practices and procedures that accomplish the objectives
referred to in the second paragraph of this report are considered by the
. SEC to be adequate for its purposes in accordance with the Securities
Exchange Act of 1934 and related regulations, and that practices and
procedures that do not accomplish such objectives in all material respects
indicate a material inadequacy for such purposes. Based on this
understanding and on my study, I believe that the Company's practices and
procedures were adequate at December 31, 2007 to meet the SEC's objectives.

This report is intended solely for the informaticn and use of the Board of
Directors, Management, the SEC, (Designated self-regulatory organization),
and other regulatory agencies that rely on Rule 17a-5(g) under the



Securities Exchange Act of 1934 in their regulation of registered brokers
and dealers, and is not intended to be and should not be used by anyone
other than these specified parties.

%vé%@?(%/@

Harvey E Karll CPA, P.C. '
Newburyport, MA
February 21, 2008
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Harvey E. Karll CPA, P.C.

_ 41 Middle Street _
Newburyport, Massachusetts 01950
(978) 465-9512 Fax (978) 462-9043

Jim Robinscn
Indigo Securities, LLC
Weybridge, Vermont '

INDEPENDENT AUDITORS' REPORT

I have audited the accompanying statement of financial condition of Indigo
Securities, LLC, as of December 31, 2007, and the related statements of
income, changes in member's capital, and cash flows for the year then ended
that you are filing pursuant to rule l17a-5 under the Securities Exchange
Act of 1934. These financial statements are the responsibility of the
Company's management. My responsibility is to express an opinion on these
"financial statements based on my audit.

I conducted my audit in accordance with auditing standards, generally
‘accepted in the United States of America. Those standards require that I
plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. I believe
that my audit provides a reasonable basis for my cpinion.

In my opinion, the financial statements referred to above present fairly,
in all material respects, the financial position of the Indigo Securities,
LLC as of December 31, 2007 and the results. of its operations and cash
flows for the years then ended, in conformity with accounting principles
generally accepted in the United States of America.

My audit was conducted for the purpose of forming an opinion on the basic
financial statements taken as a whole. The informaticn contained in
Schedules I, II and III are presented for purposss of additional analysis
and is not a required part of the basic financial statements, but is
supplementary information required by Rule 17a-5 under the Securities
Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial  statements and, in
my opinion, is fairly stated in all material respects in relation to the
sic finapcial statements taken as a whole.
j“&¢{)2‘:ﬁafv% .
Harvey E. Karll CPA, PF.C.
February 21, 2008



Indigo Securities, LLC
Statement of Financial Condition
December 31, 2007

Assets
Cash and cash equivalents : $132,039
Prepaid expenses and other assets 27,341
Property and equipment, net : 42,597
Security deposit 50,493

Liabilities and Member's Capital

Liabilities:
Accounts payable and accrued expenses. . $ 60,686
60,686
Members’ equity _ 191,784
$252,470

(See Accountant’s Report & Accompanying Notes)
_2_



Indigo Securities, LLC

Statement of Income
Year Ended December 31,

Revenue
Investment banking fees
Advisory fees
Unrealized loss on securities
FINRA
Other

Expenses
Commissions
Consulting fees
Rent
Office expenses and other, net
Payroll and payroll taxes
Accounting and audit fees
Legal fees
Regulatory fees
Broker dealer compliance
Depreciation
Professional Fees

Total Expenses
Net Loss Beforé Income Taxes
Income Taxes

Current
Deferred

Net Loss

2007

$
(

(

(

4,500,524
50, 601
103,914)
35,000
48,172

4,530,383

4,432,446
185, 639
94,090
11, 340
24,353
60,357
18, 065
26,218
15,683
14,147
27,477

4,909,815
379,432)

28,878
15,000}

13,878

393,310)

(See Accountant’s Report & Accompanying Notes)
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Indigo Securities, LLC
Statement of Changes in Members’ Egquity
Year Ended December 31, 2007

Balance, beginning of year - $637,767
Net loss { 393,310}
Pistributions | | { 52,673)
Balance, end of year $151, 784

(See Accountant’s Report and Accompanying Notes)
—-4-



INDIGO SECURITIES, LLC
Statement of Cash Flows
Twelve Months Ended December 31, 2007

Year To Date

- Cash Provided from Operations

Net Income ( Loss ) {s 393,309)
Adjustments
Add:
Depreciation 426,629
Receivable - Affiliate 34,993
Prepaild Insurance 1,380
Prepaid FINRA Fees 895
Undeposited Funds 1,691
Sublease Sec. Deposit 13,126
Less:
Prepaid Consulting { 100)
Accounts Payable ( 23,181}
Accrued Expenses ( 4,536)
Accrued Rent { 5,904)
Deferred Income Tax Liab { 15,000)
Cash from Operations ' : 36,684
Cash Flows ~ Invested
Leasehold Improvements . 280
Securities-Accura Pharma 30,923
Furniture & Fixtures { 11,316)
Investing Cash Flows ' ' 20,587
Cash Flows - Financing
Member's Equity-Robinson _ { 52,673)
Financing Cash Flows ( 52,673)
Cash Increase (Decrease) . 4,598
Cash - Beginning of Year
Cash - Checking 118,784
Cash - Money Market 8,656
Total Beginning of Year 127,440
Cash on Statement Date , $ 132,038

See Accountant’s Report & Accompanying Notes
_5_ '




Indigo Securities, LILC
Notes to Financial Statements
December 31, 2007

1. Nature of Operations

Indigo ‘Securities, LLC, (the "Company") is a Delaware limited liability
company. The Company is a broker/dealer registered with the Securities and
Exchange Commission ("SEC") and is a member of the National Association of

Securities Dealers ("NASD"). The Company engages primarily in the private
placements of securities.

2. Summary of significant accounting policies

Basis of Presentation

The financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America.

Revenue Recognition

Investment banking fees are recorded at the time the transaction is
completed and the income is reasonably determinablz2. Warrants received fox
services are also recorded when the transaction is completed. The Company
values any warrants received using the Black-Scholzs option pricing model
adjusted for the unique characteristics of these instruments.

Cash and Cash Eguivalents

Cash and cash equivalents include all cash balances and highly liquid
investments with an initial maturity of three months or less.

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation and

amortizatien. The Company provides for depreciation and amortization as
follows:

Estimated
Asset Useful Life Principal Method
Office and other equipment 7 years Straight-line
Leasehold improvements lease term Straight-line

Maintenance and repairs are charged to expense and major renewals and
betterments are capitalized. At the time property and eqguipment are retired
or disposed of, the applicable cost and accumulated depreciation are

removed from the accounts and any gain or loss is credited or charged to
operations.

See Accountant’s Report & Accompanying Notes
._6_



Indigo Securities, LLC
Notes to Financial Statements
December 31, 2007

2. Summary of significant accounting policies (continued)

Impairment of Long-Lived Assets

In accordance with Statement of Financial Accounting Standards ("SFAS") No.
144, "Accounting for the Impairment or Disposal of Long-Lived Assets", the
Company records impairment losses on long-lived assets used in operations
when indicators of impairment are present and the undiscounted cash flows

estimated to be generated by those assets are less than the assets'
carrying amounts.

Securities Owned

At Market

The Company values investments in securities that are freely tradable and
are listed on a national securities exchange or reported on the NASDAQ
national market at their last sales price as. of the last business day of
the period, Other securities traded in the over-ths-counter markets and
listed securities for which no sale Was reported on that date are valued at
there last reported "bid" price when held long.

At Fair Value

Warrants and certain securities owned are valued at fair value. The Company
values any warrants received using warrant-pricing models adjusted for the
unigue characteristics of these instruments. The Company values certain
securities for which there is no readily determinable market value at fair
value as determined by the Company's management. Those estimated values do
not necessarily represent the amounts that may be ultimately realized due
to the occurrence of future circumstances that cannot be reasonably
determined, Because of the inherent uncertainty of valuation, those
estimated values may be materially higher or lower than the values that
would have been used had a ready market value for the securities existed.
All unrealized gains and losses are reflected in revenues.

Income Taxes

The Company complies with SFAS No. 109, "Accounting for Income Taxes",

which requires an asset and liability approach to financial accounting and
reporting for income taxes. Deferred income tax assets and liabilities are
computed for differences between the financial statement basis and the tax

See Accountant’s Report & Accompanying Notes
-7-



Indigo Securities, LILC
Notes to Financial Statements
December 31, 2007

2. Summary of significant accounting policies (continued)

basis of assets and liabilities that will result in taxable or deductible
amounts in the future based on the enacted tax laws and rates applicable to
the periods in which the differences are expected to affect taxable income.
Valuation allowances are established, when necessary, to reduce the
deferred income tax assets to the amount expected to be realized.

Use of Estimates

The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of Rmerica requires
management to make estimates and assumptions that affect the amounts

disclosed in the financial statements. Actual results could differ from
those estimates.

3. Property and equipment

Details of property and equipment at December 31, 2007 are as follows:

OCffice equipment $ 27,340
Leasehold improvements 31,965
59,305

Less accumulated depreciation
~and amortization 16,708
- $ 42,597

2007 depreciation expense was $14,147.

4. Net capital requirement

The Company is subject to the SEC Uniform Net Capital Rule 15¢3-1. This
Rule requires the maintenance of minimum net capital and that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15
to 1 and that equity capital may not be withdrawn if the resulting net
- capital ratio would exceed 10 to 1. At December 31, 2007, the Company's-
net capital was approximately $56,353 which was approximately $51,353 in
excess of its minimum requirement of approximately $5,000. At December 31,
2007, the ratio of aggregate indebtedness was 1.08 to 1.0.

See Accountant’s Report & Accompanying Notes
SN



Indigo Securities, LLC
Notes to Financial Statements
December 31, 2007

5. Exemption from Rule 15¢3-3

The Company is exempt from SEC Rule 15¢3-3 pursuan:t to the exemptive
provision under subparagraph (k) {(2) (i) and, therefore, is not reguired to
maintain a "Special Reserve Bank Account for the Exclusive Benefit of
Customers. "

€. Commitment

The Company and an affiliate lease office space under an operating lease in
New York City expiring in September 2011. The Company's portion of rental
payments is $8,333 per month throughout the term of the lease.

Future minimum lease payments for the Company and the affiliate for the
five years subsequent to December 31, 2007 rare as follows:

Year Ending December 31,

2008 $ 240,000
2009 240,000
2010 240,000
2011 180,000

$ 900,000

Rent expense recorded by the Company for the year ended December 31, 2007
was $94,0090.

No provision for federal and state income taxes hzs been recorded because
the Company is' a limited liability company and files its tax return as a
partnership. Accordingly, the members report their share of the Company's
income or loss on their income tax returns. Currert income tax expense
results from the New York City unincorporated business tax.

|
|
7. Income taxes

|
Deferred income tax expense and the deferred income tax liability arise

from a timing difference in the reporting of income of the fair value of

the Company's warrants for book and income tax reporting purposes.

See Accountant’s Report & Accompanying Notes
_..9_



Indige Securities, LLC |
Notes to Finanhcial Statements
December 31, 2007

8. Concentration of credit risk

The Company maintains its cash in bank deposit accounts which, at times,
may exceed federally insured limits. Accounts are guaranteed by the Federal
' Deposit Insurance Corporation ("FDIC") up to $100,000. The Company has nct
experienced any losses in such accounts. At December 31, 2007, the Company
had $32,039 in excess of the FDIC insurance amount.

The Company had ten major customers in 2007 which accounted for
approximately 100% of the Company's revenues.

9. Subsequent event

Tn January 2008, an investment banking transaction closed and the Company
earned a fee of approximately $693,421.

See Accountant’s Report &'Accompanying Notes
_10_
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Indigo Securities, LLC
Computation of Net Capital Pursuant to SEC Rule 15c¢c3-1.
December 31, 2007 '

Schedule i
Net capital, members' eguity a ' - $ 191,784
Less: Deferred income tax credit related to
ncnallowable assets ' 15,000
176,784
Less nonallowable assets 120,431
Net capital _ $ 56,353
Minimum net capital reguired (under SEC Rule 15¢3-1) $ 5,000
Excess net capital $ 51,353
Aggregate indebtedness . % 60,6086
Ratio of aggregate indebtedness to net capital 1.08 to 1.0

See Accountant’s Report & Accompanying Notes
-11-



Indigo Securities, LLC
Reconciliation of. Computation of Net Capital
Pursuant to SEC Rule 17a~5(d) (4)
December 31, 2007

Schedule II
Net Capital, as reported in Company’'s Part II-A
Focus Report (unaudited) - - $56, 353
Net audit adjustments -—==

Net Capital, as adjusted $56,353

(See Accountant’s Report and Accompénying Neotes)
_12_



Indigo Securities, LLC
Schedule III

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER Indigo Securities, LLC as of 12/31/07

EXEMPTIVE PROVISION UNDER RULE 15¢3-3
If an exemption from Rule 15¢3-3 is claimed, identify below the section upon.whjch such exemption is based:
A. (k) (1)>—Limited business (mutual funds and/or variable annuities only) 4550

- B. (k) (2)(i)—“Special Account for the Exclusive Benefit of customers” maintained X 4560

C. (k) (2)(ii)--All customer transactions cleared through another broker-dealer on a fully disclosed basis
Name of clearing firm(s)

Clearing Firm SEC#s Name Product Code

8- [4335B]
[4335A] [d335A2]

8- (4335D]
[4335C] [4335C2] ,

8- [4335F]
[4335E) (4335E2]

8- : [4335H])
[4335G] ' [4335G2}

8- [4335]1]
{43351 : [433512)

D. (k) (3) Exempted by order of the Commission 4580

END

See Accountant’s Report and Accompanying Notes
-13-



